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AUDITOR'S  REPORT 


To  the  Board  of  Directors  of  the 

Alberta  Resources  Railway  Corporation 


I  have  examined  the  balance  sheet  of  the  Alberta  Resources  Railway 
Corporation  as  at  December  31,  1983  and  the  statements  of  revenue, 
expenditure  and  sinking  fund  earnings  and  changes  in  financial  position  for 
the  year  then  ended.    My  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards,  and  accordingly  included  such  tests  and  other 
procedures  as  I  considered  necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial 
position  of  the  Corporation  as  at  December  31,  1983  and  the  results  of  its 
operations  and  the  changes  in  its  financial  position  for  the  year  then  ended 
in  accordance  with  the  disclosed  basis  of  accounting,  considered  appropriate 
in  the  circumstances,  as  described  in  Note  2  to  the  financial  statements 
applied,  after  giving  retroactive  effect  to  the  change  in  the  method  of 
accounting  for  investments  as  explained  in  Note  3  to  the  financial 
statements,  on  a  basis  consistent  with  that  of  the  preceding  year. 


Auditor  General 


Edmonton,  Alberta 
May  30,  1984 


Statement  A 


ALBERTA  RESOURCES  RAILWAY  CORPORATION 


BALANCE  SHEET 


AS  AT  DECEMBER  31,  1983 


1983 

1982 

ASSETS 

current: 

Deposits  in  the  Consolidated  Cash  Investment 

Trust  Fund 
Accounts  receivable 
uue  trom  tne  province  ot  AiDerta 

380,188 
1 ,4/ /  ,U/D 

*■             7fl  O  Q07 

5  /UJ,o3/ 
359,492 

1     Q 1  O    07  O 

9   ooo  77n 

o  Q7 c  crn 
c ,0 / 0 ,OUi 

Grande  Prairie  Project  costs    (Note  4) 

988,606 

988,606 

Fixed: 

Land,  at  cost    (Note  5) 

53,367 

53,367 

Railway,  at  cost    (Note  7) 
Less:    Accumulated  writedown 

104,225,615 
38,506,005 

103,772,740 
31,678,462 

65,719,610 

72,094,278 

65,772,977 

72,147,645 

$  69,144,353 

$  76,012,852 

LIABILITIES 


Current: 
Accounts  payable 
Accrued  interest  payable 
Deferred  revenue 

Note  payable  to  Provincial  Treasurer 


Net  long-term  debt  (Schedule  1  and  Note  8) 


$  6,422 
2,359,483 
16,865 
988,606 

3,371,376 

65,772?977 

$69,144,353 


$  260,870 
2,598,867 
16,864 
988,606 

3,865,207 

72,147,645 

$76,012,852 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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Statement  B 


ALBERTA  RESOURCES  RAILWAY  CORPORATION 
STATEMENT  OF  REVENUE,  EXPENDITURE  AND  SINKING  FUND  EARNINGS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1983 


1983 


1982 


Revenue: 
Tonnage  rental 
Interest 
Lease  revenue 

Train  crew  rest  house  rental 
Mi  seel laneous 


$  4,099,103 
138,011 
50,135 
14,388 
4,152 

4,305,789 


$  3,572,811 
158,633 
49,634 
14,388 
 405 

3,795,871 


Expendi  ture: 

Interest  on  capital  borrowings 
Writedown  of  fixed  assets    (Note  7) 
Directors'  fees  and  expenses 
Professional  fees 
Miscellaneous 


10,096,134 
6,827,543 
33,751 
10,995 

 189 

16,968,612 


11,727,405 
5,999,941 
30,566 
12,598 

 173 

17,770,683 


Operating  income  (loss) 


(12,662,823)  (13,974,812) 


Sinking  fund  earnings 

Excess  of  operating  loss  over  sinking  fund 
earnings 


4,305,865 


3,654,070 


$  8,356,958       $  10,320,742 


Contributions  by  the  Province  of  Alberta 


$  8,356,958       $  10,320,742 
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Statement  C 


ALBERTA  RESOURCES  RAILWAY  CORPORATION 


STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1983 


1983  1982 


Cash  was  provided  from: 

Contributions  by  the  Province  of  Alberta              $  8,356,958  $10,320,742 

Decrease  (increase)  in  accounts  receivable  (20,696)  41,408 
Decrease  in  amount  due  from  the  Province  of 

Alberta                                                              336,197  458,734 

8,672,459  10,820,884 


Cash  was  appl ied  to: 

Operating  loss,  Statement  B  12,662,823  13,974,812 
Deduct  non-cash  item: 

Writedown  of  fixed  assets  6,827,543  5,999,941 

Cash  applied  to  operations  5,835,280  7,974,871 

Additions  to  fixed  assets  452,875  277,067 

Decrease  in  current  liabilities  493,831  279,891 

Contributions  to  the  sinking  fund  2,068,803  2,068,804 

8,850,789  10,600,633 

Net  increase  (decrease)  in  deposits  in  the 

Consolidated  Cash  Investment  Trust  Fund            $    (178,330)  $  220,251 
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ALBERTA  RESOURCES  RAILWAY  CORPORATION 


NOTES  TO  THE  FINANCIAL  STATEMENTS 


DECEMBER  31,  1983 


Note  1  Authority 

The  Alberta  Resources  Railway  Corporation  operates  under  the 
authority  of  the  Alberta  Resources  Railway  Corporation  Act,  Chapter 
A- 36,  Revised  Statutes  of  Alberta  1980. 


Note  2     Significant  Accounting  Policies  and  Reporting  Practices 

(i)  These  financial  statements  have  been  prepared  in  accordance 
with  generally  accepted  accounting  principles  except  as 
follows: 

(a)  Debentures  repayable  at  six  months  notice  and  certain 
demand  notes  payable  have  been  classified  as  long-term  as 
it  is  anticipated  that  in  the  event  that  the  holders 
exercise  their  option  during  the  ensuing  year,  the 
payments  in  excess  of  sinking  fund  coverage  will  be  made 
from  the  proceeds  of  refinancing. 

(b)  Additions  to  fixed  assets  are  recorded  on  the  balance 
sheet  at  original  cost  and  are  fully  written  down  in  the 
year  of  acquisition.    Fixed  assets  acquired  prior  to 
1979,  which  were  funded  by  long-term  debt,  are  written 
down  each  year  to  a  value  equal  to  outstanding  long-term 
debt  less  sinking  fund  assets. 

(c)  Bonds  and  bond  coupons  and  residuals  are  carried  at 
adjusted  cost  which  includes  deferred  unamortized 
realized  gains  and  losses. 

Realized  gains  and  losses  on  disposals  of  these 
investments  are  considered  to  be  an  adjustment  of  future 
portfolio  yield  and  are  deferred  and  amortized  on  a 
straight  line  basis  over  the  lesser  of  the  remaining  term 
to  maturity  of  the  investment  disposed  of  or  ten  years. 

(ii)  Other  significant  accounting  policies  are  as  follows: 

(a)    The  cost  of  investments  includes  the  amount  of  applicable 
amortization  of  discount  or  premium  using  the  straight 
line  method  over  the  life  of  the  investments. 

The  cost  of  investments  disposed  of  is  determined  on  the 
average  cost  basis. 
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Note  3     Change  in  Accounting  Policy 

Realized  gains  and  losses  on  disposals  of  bonds  and  bond  coupons 
and  residuals  are  considered  to  be  an  adjustment  of  future 
portfolio  yield  and  are  now  deferred  and  amortized.  These 
investments  are  now  carried  at  adjusted  cost  which  includes  amounts 
deferred.    Prior  to  January  1,  1983,  realized  gains  and  losses  on 
disposals  of  bonds  were  included  in  the  determination  of  sinking 
fund  earnings  and  bonds  and  bond  coupons  were  valued  at  the  lower 
of  cost  and  market.    This  change  in  accounting  policy  has  been 
applied  retroactively  and  accordingly  the  financial  statements  for 
the  year  ended  December  31,  1982  have  been  restated.    As  a  result 
of  this  change  sinking  fund  earnings  and  writedown  of  fixed  assets 
for  the  year  ended  December  31,  1983  were  each  reduced  by  $113,578 
and  sinking  fund  earnings  and  writedown  of  fixed  assets  for  the 
year  ended  December  31,  1982,  as  previously  reported,  were  each 
reduced  by  $3,269,147.    Sinking  fund  assets  and  accumulated 
writedown  of  fixed  assets  have  each  been  adjusted  for  the 
cumulative  effect  of  applying  retroactively  the  change  in 
accounting  policy  by  $2,809,199  at  January  1,  1982  and  by  $459,948 
at  January  1,  1983. 


Note  4     Grande  Prairie  Project  Costs 

In  1979,  the  Corporation  entered  into  agreements  with  the  Northern 
Alberta  Railways  Company  and  the  City  of  Grande  Prairie  which 
enabled  the  Northern  Alberta  Railways  Company  to  relocate  its 
railway  facilities  from  the  centre  of  the  City  of  Grande  Prairie  to 
another  location  within  the  City  of  Grande  Prairie. 

In  accordance  with  the  agreements,  the  Corporation  has  exchanged 
land  which  was  leased  to  Canadian  National  Railways  in  Grande 
Prairie  for  Northern  Alberta  Railways  Company  land  in  the  centre  of 
Grande  Prairie.    The  cost  of  the  land  exchanged  was  approximately 
$10,000.    In  addition,  the  Corporation  and  the  City  of  Grande 
Prairie  have  constructed  a  new  railway  yard  for  the  Northern 
Alberta  Railways  Company  on  the  Corporation  land  exchanged.  The 
Corporation's  share  of  the  cost  of  the  railway  yard  at  December  31, 
1983  amounted  to  $988,606  -  the  same  as  at  December  31,  1982. 

The  Northern  Alberta  Railways  Company  land  referred  to  above  will 
be  transferred  directly  to  the  City  of  Grande  Prairie  for 
development  and  sale,  and  any  profits  resulting  from  the  sale  will 
be  shared  by  the  Corporation  and  the  City  of  Grande  Prairie. 
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Note  4     Grande  Prairie  Project  Costs  (continued) 

The  Corporation  anticipates  that  its  costs  for  this  project  will  be 
recovered  through  the  sale  of  this  land. 

Subsequent  to  the  signing  of  the  above  agreement,  Canadian  National 
Railways  acquired  a  100%  interest  in  the  Northern  Alberta  Railways 
Company  and  the  operations  of  the  Company  have  been  taken  over  by 
the  Peace  River  Division  of  Canadian  National  Railways. 


Note  5  Land 


Land,  at  cost,  consists  of  land  purchases  not  required  for  the 
operation  of  the  railway. 


Note  6  Option 

Under  the  terms  of  an  agreement  dated  October  1,  1965  between  the 
Corporation  and  the  Canadian  National  Railway  Company,  the  Company 
has  completed  construction  of  a  railway  on  behalf  of  the 
Corporation.    The  agreement  further  provides  for  the  lease  of  the 
railway  by  the  Company  with  an  option  to  purchase.    The  purchase 
price  under  the  purchase  option  amounted  to  $153,711,088  as  at 
December  31,  1983  (1982  $151,602,409)  calculated  in  accordance  with 
the  agreement. 


Note  7  Railway 

Railway  consists  of  those  costs  incurred  in  the  construction  of  the 
railway  chargeable  to  "capital  account"  under  Section  3.11(1)  of 
the  agreement  between  the  Corporation  and  the  Canadian  National 
Railway  Company,  less  writedown  of  fixed  assets  (all  of  which  has 
been  allocated  against  railway  cost)  in  accordance  with  the 
accounting  policy  stated  in  Note  2  (i)(b). 


Note  8     Long-Term  Debt 

(a)  The  long-term  debt  of  the  Corporation  not  held  by  the  Provincial 
Treasurer  is  fully  guaranteed  by  the  Province  of  Alberta. 

(b)  Debentures  amounting  to  $25,000,000  held  by  the  Canada  Pension 
Plan  Investment  Fund  are  redeemable  at  the  option  of  the 
Minister  of  Finance  of  Canada  by  giving  six  months  notice  in 
writing  to  the  Provincial  Treasurer  and  observing  the  other 
redemption  provisions  of  the  debentures. 
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Note  9     Comparative  Figures 


The  1982  figures  have  been  restated  where  necessary  to  conform  to  1983 
presentation. 


Note  10    Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management  on  May  30,  1984. 
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Schedule  1 


Date  of  Issue 


Debentures  held  by  the  Canada 

Pension  Plan  Investment  Fund 

Oct.  1,  1973 

Nov.  1,  1973 

Dec.  3,  1973 

Jan.  2,  1974 

Feb.  1,  1974 


Debenture  held  by  Alberta  Municipal  Finan 
Jul.  15,  1977 

Debenture  held  by  the  Provincial  Treasure 
Jul.  31,  1980 

Note  held  by  Treasury  Branches: 
Mar.    1,  1974 

Notes  held  by  the  Provincial  Treasurer: 
Vari  ous 


Si  nking  Fund 

Assets 
(Schedule  2) 


$  2,092,565 
2,242,525 
1,972,750 
1,058,874 
2,172,696 

9,539,410 

9,539,410 

7,631,527 

9,539,410 

1,417,438 
$37,667,195 


Net  Long 
Term  Debt 


$  3,391,435 
3,634,475 
3,197,250 
1,716,126 
3,521,304 

15,460,590 

15,460,590 

12,368,473 

15,460,590 

7,022,734 
$65,772,977 
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Schedule  2 


ALBERTA  RESOURCES  RAILWAY  CORPORATION 
SCHEDULE  OF  SINKING  FUND  ASSETS 
AS  AT  DECEMBER  31,  1983 


Investments : 
Bonds : 

Government  of  Canada,  direct 
Provincial,  direct  (a) 
Provincial,  guaranteed  (a) 
Corporate 

Bond  coupons  and  residuals: 
Government  of  Canada,  direct 


Par  Value 


$19,275,000 
700,000 
1,200,000 
1,125,000 


Book  Value 


$20,627,139 
697,923 
1,192,655 
1,125,000 


9,430,068 


Market 
Value 


$21,743,600 
620,200 
1,108,800 
1,307,800 


8,637,900 


Deferred  unamortized  realized 
gains  and  losses 

Total 

Other  assets:  (b) 

Deposits  in  the  Consolidated  Cash 
Investment  Trust  Fund 

Accrued  interest  receivable 

Total 

Total  1983 
Total  1982 


(573,525) 


32,499,260  33,418,300 

4,159,150  4,159,150 

1,008,785  1,008,785 

5,167,935  5,167,935 

$37,667,195  $38,586,235 

$31,292,527  $32,739,475 


The  net  increase  in  sinking  fund  assets  for  the  year  ended  December  31,  1983 
amounting  to  $6,374,668  was  financed  as  follows: 


Contributions  to  the  sinking  fund 
Sinking  fund  earnings 


$2,068,803 
4,305,865 

$6,374,668 


(a)  Contains  no  Province  of  Alberta  issues. 

(b)  Market  value  is  deemed  to  be  book  value. 
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